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IN GOVERNMENT 


Economic Crisis 


During the past few weeks, signs have been appear- 
ing with increasing frequency of an economic crisis 
in Europe which has the most serious implications 
for world peace and stability. Europe is running out 
of dollars; none of the existing international or na- 
tional machinery designed to meet such situations is 
adequate to the task; without dollars, Europe is 
headed for disaster. These plain facts were stated 
by Secretary Marshall in his Harvard speech of June 
5, and by Undersecretary Acheson on May 8 in his 
Cleveland, Mississippi, address. 

Why are we suddenly faced with this crisis? Have 
long-range plans not been made to provide for needs 
during the postwar reconstruction period? The an- 
swer is that very comprehensive plans were made, 
but they have now proved to be inadequate. Accord- 
ing to these calculations, the major relief and rehabil- 
itation job would have been completed in Europe by 
this month when UNRRA terminates. After that 
date, the comparatively small relief needs could be 
met by separate contributions of individual nations 
to the needy countries. Europe would be back on its 
feet economically, producing large quantities of 
goods for home consumption and export, and could 
very nearly pay its own way. The International 
Bank would provide needed loans, the International 
Monetary Fund would help toward currency sta- 
bility, and the International Trade Organization 
would facilitate a free exchange of goods. 

This plan was-a gross miscalculation. The eco- 
nomics of the world today are dominated by the 
great disparity between production in the U. S., now 
at an all-time high, and the very scant production 
of the rest of the world, which has failed to make the 
expected recovery from wartime dislocations. As a 
result, the U. S. is today the only country where des- 
perately needed goods are available in quantity, and 
dollars are the most sought-after and the most valu- 
able currency in the world. 

There are many reasons for Europe’s slow recov- 
ery. Economic disintegration in all countries was 
far greater than originally calculated. Not only the 
physical destruction, but the deliberate mangling of 
Europe’s financial and economic structure to suit 
Hitler’s plans had tremendous effects which cannot 
be counteracted in months or even years. The wide- 
scale nationalization of industry and land reforms 
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have caused upheavals which temporarily at least 
retard production. 


Germany, normally the workshop of Europe, has 
completely failed to get back on its feet. One great 
retarding factor has been the delay in the peace set- 
tlements which has saddled the enemy and satellite 
countries with the burden of large armies of occupa- 
tion. Finally, “acts of God” such as droughts and 
extreme cold have taken their toll. This dismal pic- 
ture has been in a way a vicious circle; because of 
inadequate production, European countries have had 
to use the dollars available to them for food and coal 
simply to keep alive, rather than investing in capital 
goods which would rehabilitate industry. 

In 1946 the U. S. exported $15 billion worth of 
goods, and imported only $7 billion. The gap was 
filled by $6 billion of loans and relief grants, author- 
ized and appropriated by Congress, and by $2 billion 
of assets (such as gold and American bonds) sold by 
foreign nationals. This year, if we continue to export 
at our present rate, we shall send abroad $20 billion 
in goods. Only $8 billion of that can be repaid in 
exports, and not more than $4 billion by the sale of 
assets. This leaves a gap of $8 billion, which we have 
at present no provisions to fill. There are two ways 
of dealing with the situation: either we make the 
money available in loans and grants, or we decrease 
our exports so that the gap disappears automatically. 
This is the decision now before the American people. 

(This article 1s the first in a series on the economic 
crisis now facing Europe and the role of the United 
States in helping to work out a solution.) 


Which Way Prices? 


Prices are riding on a plateau. Business graphs 
show barely a perceptible change up or down, and 
in general the indicating line rides at a high level. 
Forecasts of downward trends are based on whole- 
sale prices which are considered a more reliable index 
than retail prices. The downward trend in wholesale 
prices is limited to certain goods, is hardly percept- 
ible, and is just as capable of rising as it is of falling 
in the same degree. For example, wholesale prices 
were up .3 percent for the week ending May 3\st. 

Wholesale prices are down where consumer hold- 
off is most evident. Building activity for this year 
has not lived up to expectations. Price has been the 


restraining factor for both builders and buyers, and 
now lumber prices are going down. 

Sales of durable goods are high and prices are 
high. Durable goods include such things as house- 
hold appliances and automobiles. Durable goods 
broke down without replacement during the war. 
Additionally, new families, new homes, cannot run 
smoothly without that easy-does-it ironer or cool-as- 
a-pool refrigerator. Some people will buy at any 
cost, and the demand remains steady. 

The desired curve in prices is one sloping gently 
downward. Prices at a steady high may fall off sud- 
denly and for the economy as a whole a sudden fall 
means a dislocation. 


Thanks to the Tulip Bulb 


Those who have been struggling to convince Con- 
gressmen of the importance of foreign trade were 
joined last week by a new and fairly formidable ally 
who perhaps might not have been moved to action 
had it not been for the tulip bulb. The Garden Clubs 
are with us, and are doing well. 

It happened this way. The nurserymen’s associa- 
tion was backing a bill whose stated purpose was to 
protect American plant-life from foreign pests but 
which (not incidentally, perhaps) limited imports of 
nursery stock to the very small quantities needed by 


nurserymen “for propagation purposes.” All seemed 
to be going well until the Senate Committee, without 
hearings, amended the bill so that it would apply to 
bulbs as well as to nursery stock. In this form it was 
passed without debate in the Senate and was sent 
over to the House. 

The inclusion of bulbs was a fatal mistake. The 
gardeners of America know that the Holland bulb 
is of matchless beauty. The American bulb industry 
supplies only 20% of the domestic demand, and at 
that the product is inferior. And so the House Agri- 
culture Committee heard from the gardeners. They 
did not limit themselves to protesting that the passage 
of the bill would deprive American gardens of tulips. 
They also recognized and pointed out that we must 
import from Holland if she is to earn the dollars 
with which to buy from us. She is in a difficult 
enough position now, with her imports from the 
U. S. amounting last year to ten times as much as her 
exports to us. Since bulbs represented 30% of her 
export trade to this country, it is easy to see the effect 
of cutting her bulb export down to practically 
nothing. 

The Committee now has the bill under considera- 
tion and it is hoped that the members will so amend 
it as not to affect the Holland bulb, which from all 
evidence presented to the Committee does not con- 
stitute a menace to the health of our plant life. 


* CURRENT LEGISLATION x 


Tariff on Imported Wool (S. 814): As we go to 
press, this bill, with its amendment authorizing addi- 
tional tariff on wool up to 50°, is still in conference. 
Conferees are reported deadlocked over whether to 
remove the tariff provision. Press and citizen oppo- 
sition to this provision has been increasing. 


International Refugee Organization (S. J. Res. 
207) : Still no action on the floor of the House on this 
bill authorizing U. S. membership in the I.R.O. It 
has already passed the Senate and has been favorably 
reported by the House Committee, but time is run- 
ning short. UNRRA activities in behalf of displaced 
persons come to an end June 30. 


Immigration (H. R. 2910): Hearings on this bill, 
which would permit entry into the U. S. of 100,000 
displaced persons per year for four years, began on 
June 4 and are still continuing before the Immigra- 
tion Subcommittee of the House Judiciary Commit- 
tee. It is evident that the bill faces violent opposition. 


Nursery Stock and Bulbs (S. 338): This measure, 
described in more detail above, would cut import of 


these commodities to the very small amounts needed 
by nurserymen for experimentation and develop- 
ment. Sale direct to the public or through non- 
nursery wholesale and retail outlets would be for- 
bidden. The bill has passed the Senate. The House 
Agriculture Committee completed two days of hear- 
ings on June 6. 


Federal Aid to Education (S. 472 and H. R. 2953): 
Education Subcommittee of the Senate Committee on 
Labor and Public Welfare on June 9 reported favor- 
ably S. 472 with amendments granting a minimum 
to every state of $5 a child (as contrasted with House 
proposal of $3 per child), postponing the date of 
granting aid to September 1948, and providing for a 
flat rate of 300 million dollars per year. Outlook 
seems fairly favorable in Senate; less so in House, 
where Education Subcommittee is working on H.R. 


2953. 


Taft-Ellender-Wagner Bill (S. 866): No action on 
this bill. June 25, designated as “Fight for Housing 
Day” by the national organizations supporting it, will 
attempt to dramatize the need for this legislation. 


